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           General Instructions 

 (i) This question paper contains 32 questions 

       (ii) Marks allocated to each question are indicated against it 

       (iii) In choice questions, you need to attend the required number of question only 

       (iv) Draw proper format wherever required 

       (iv) Use of calculator is NOT allowed 

.      

                                       (Question 1-20 carries 1Mark each) 

1. Give one point of difference between Profit &Loss account and Profit& Loss 

Appropriation account. 

2. The ratio in which a partner receives a rise in his share of profits is known as : 

(a) New Ratio     (b) Sacrificing Ratio    (c) Capital Ratio    (d) Gaining Ratio 

3. X & Y are partners sharing profits & losses in the ratio 2:1. They admit Z as a new 

partner for 1/6
th

 share in profit.What is the new profit sharing ratio of X, Y & Z? 

(a) 5:3:10           (b)  2:1:6           (c)  1:1:1          (d)  10:5:3 

4. A&B are partners in a firm having capitals of Rs.54,000 and Rs.36,000 respectively.They 

admitted C for 1/3
rd

 share in profits, C brought proportionate amount of capital.The 

amount of capital brought in by C would be: 

(a) Rs.90,000 

(b) Rs.45,000 

(c) Rs.54,000 

(d) Rs.36,000 

5. Increase and decrease in value of assets and liabilities are recorded through : 

(a) Profit & Loss Appropriation  A/c  (b) Partners Capital A/c  (c) Revaluation A/c     

(d) Balance sheet 

6. When the new partner does not bring his share of goodwill in cash, the amount is debited 

to: 

(a)  Premium A/c   (b) Cash A/c   (c) Current A/c of new partner   (d) Capital A/c of 

old partners 

7. State two reasons for the preparation of Revaluation Account at the time of admission of a 

new partner. 

8. Goodwill already appearing in the Balance sheet at the time of admission of a partner is 

transferred to : 

(a) New Partners Capital A/c    (b) Old Partners Capital A/c    (c)  Revaluation A/c  

9. Amit and Beena were partners in a firm sharing profit and losses in the ratio of 3:1. 

Chaman was admitted as a new partner for 1/6th share in the profit. Chaman acquired 2/5th 

of his share from Amit. How much share did chaman acquire from Beena? 



10. A,B &C are partners sharing profits in the ratio3:2:1.They admit D for 1/4
th

 share. It is 

agreed that B would retain his original share. The New ratio will be………….. 

11. A group of 60 persons want to form a partnership business in India .Can they do so? Give 

reason to support of your answer? 

12. A &B were partners in a firm. They admit C as a new partner for 1/5
th

 share in 

profits.After making all  adjustments regarding revaluation,goodwill,reserve etc..,the 

capital balances of A&B were Rs385,000 and Rs 415,000 respectively. C brought 

proportionate capital so as to give him 1/4
th

 share in profits. Calculate the amount of 

capital to be brought by C. 

13. Harish , a partner in a partnership firm has withdrawn Rs.9000 at end of each quarter , 

throughout the year . calculate interest on drawings @6%per annum. 

14. State the two main rights acquired by a newly admitted partner. 

15. ………………… is the excess of actual average profit over normal profit. 

16. What is meant by unlimited liability of a partner? 

17. In case of change in profit sharing ratio, the gaining partner must compensate the 

sacrificing partner by paying the proportional amount of………… 

18.  How does the factor “Location” affect the goodwill of a firm? 

19. P&Q are partners sharing profits in the ratio 3:2. They admit R as a partner for 1/5
th

 

shares which he acquires equally from P&Q. Calculate NR? 

20. Give journal enrty to distribute “Workmen Compensation Reserve” of Rs 60,000 at the 

time of change in profit sharing ratio when there is a claim of Rs78,000 against it.The 

firm has three partners Rajat,Sajan and Kavitha.                                

                                                                                                            (20x1= 20Marks) 

 

                                                                                                                                       

21. Tom and Harry were partners in a firm sharing profits in the ratio of 5:3. During the year 

ended 31st March ,2018 Tom had withdrawn Rs.40000. Interest on drawings amounted to 

Rs.2000. Pass necessary journal entry for charging interest on drawings assuming that the 

capitals of the partners were fluctuating.                                                                       (3) 

 

                                                   OR 

Amith and Brijesh are partners sharing profits and losses in the ratio 5:3.On 1
st
 April 

2019, their capital accounts showed balances of Rs.300,000 and Rs.200,000 respectively. 

Calculate the amount of profit to be distributed between partners if the deed provided for 

interest on capital @ 10% per annum and the firm earned a profit of Rs.45,000 for the 

year ended 31
st
 March,2020. 

 

22. Give any 3 point of distinction between Sacrificing Ratio and Gaining Ratio.            (3) 

                                                            OR 

Distinguish between partners capital account and current account         

23. Alex and John are partners in a firm. They admit Sam as a partner with ¼ share in the 

profits of the firm.Sam brings Rs20, 000 as his share of capital.The value of the total 

assets of the firm is Rs.540,000 and outside liabilities are valued at Rs100,000 on that 

date.Give necessary journal entry to record goodwill at the time of Sam‛s admission.Also 

show the working notes.    

                                                                                                                                    (4) 



24. Ramesh & Suresh and Dinesh are partners sharing profits and losses in the ratio 

4:3:2,decide to share future profits and losses in the ratio 2:3:4 with effect from 1
st
 

April,2019.An extract of their balance sheet is as follows: 

Liabilities Amount Assets Amount 

Workmen Compensation Reserve 
 

1,80,000 

  

Show the accounting treatment under the following alternative cases: 

Case (i) If there is no other information 

Case (ii) If a claim on workmen compensation is estimated at Rs.90,000 

Case (iii) If a claim on workmen compensation is estimated at Rs.1,98,000                   (4) 

                                                                 

25.   On April, 2018 a firm had assets of Rs.100000excluding stock of Rs.20000.The current 

liabilities were Rs.10000 and the balance constituted partners’ Capital Account. If the 

normal rate of return is 8%, the goodwill of the firm is valued at Rs.60000 at four years 

purchase of super profit, find the actual profit of the firm.                                              (4)                                                                                                                 

                                    

                                                                                                    
26. The partners of a firm Ajith, Binoy and Chetan distributed the profits for the year ended 

31st March ,2017, Rs.80000 in the ratio of 3:3:2 without providing for the following 

adjustments: 

(a) Ajith and Chetan were entitled to a salary of Rs.1500 each per month. 

(b) Binoy was entitled for a salary of Rs.4000 p.a. 

Pass the necessary Journal entry and show workings clearly                                          (4) 

 

                                         OR       

  

Karan is a partner in a firm. He withdrew the following amounts during the year 

2019 

 

       Date   Amount withdrawn 

01.02.2019       4000 

01.05.2019    10,000 

30.06.2019       4000 

                      31.10.2019    12,000  

                      31.12.2019                                         4000 
Calculate Interest on drawings @ 7.5% per annum assuming that the books of accounts 

are closed on 31
st
 December every year.                                                                          

         

27.  Define Goodwill. On what occasion does the need for valuation of goodwill arises?   (4) 

 

28. Mudit ,Sudhir and Uday are partners in a firm sharing profit in the ratio of 3:1:1. 

Their fixed capital balances are Rs.400000, Rs.160000 and Rs.120000 respectively. 

Net profit for the year ended 31st March ,2018 distributed amongst the partners was 

Rs.100000 without taking in to account the following adjustments: 

(a) Interest on capital @2.5%p.a 

(b) Salary to Mudit Rs.18000 p.a and commission to Uday Rs.12000 

(c) Mudit was allowed a commission of 6%of divisible profit after charging   such 

commission. 

Pass the necessary journal entry for the above adjustments in the books of the firm. Show 

workings clearly                                                                                                           (6)           



                            

29. D,Y and F are partners in a firm, sharing profit and losses in11:7:2 respectively .     

The balance sheet of the firm as on 31st March 2018 was as follows: 

Balance Sheet 

 

Liabilities Amount 

(Rs.) 

        Assets Amount 

(Rs.) 

Sundry Creditors 70000 Factory Building   

Plant and Machinery 

Furniture 

Stock 

Debtors             150000 
(-) Provision   (30000) 

Cash at bank 

735000 

Public Deposit 119000 180000 

Reserve Fund 90000 260000 

Outstanding Expenses 10000 145000 

Capital accounts   
   D     510000  120000 

Y 300000  159000 

 F 500000 1310000  

   15,99000  15,99000 

On 1.4.2018, A is admitted as a partner for 1/5th share in the profits with a capital of 

Rs.450000 and necessary amount for his share of goodwill on the following terms: 

 

I. Furniture of Rs.240000 were to be taken over D,Y and F equally. 

II. A creditor of Rs.7000 not recorded in books to be taken into account. 

III. Goodwill of the firm is to be valued at 2.5Years purchase of average profit 

of last two years. The profit of last three years were: 

2015-16 : Rs.600000  ,    2016-17:  Rs.200000 ,   2017-18 : Rs. 600000 

IV. At time of A’s admission Y also brought in Rs.50000 as fresh capital. 

                V. Plant and Machinery is revalued to Rs.200000 and expenses outstanding were 

brought    down to Rs.9000. 

                       Prepare Revaluation account & Partners capital account.                                     (6)                                        

30. Bhavya and Sakshi are partners in a firm sharing profits and losses in the ratio 3:2.On 31
st
 

March,2018 their Balance Sheet was as under                                                                                                                                  

Liabilities Amount Assets Amount 

Sundry creditors 

General Reserve 

Investment Fluctuation Fund 

Bhavyas Capital 

Sakshis Capital 

13800 

23400 

20,000 

50,000 

40,000 

Furniture 

Land and Building 

Investment 

Trade Receivables  

Cash in Hand 

16,000 

56,000 

30,000 

18500 

26700 

 1,47200  1,47,200 

 The partners decided to change their profit sharing ratio to 1:1 with immediate effect. For the 

purpose, they decided that: 

  a. Investments to be valued at Rs 20,000/- 

  b. Goodwill of the firm valued at Rs24,000/- 

c. General Reserve not to be distributed between partners.                                                           

You are required to passs necessary journal entries in the books of the firn. Also show the 

working notes.                                                                                                                              (6)                                                                                                                                                              



         

31. Manav and Navya are partners in a firm sharing profits in the ratio 3:2.Their balancesheet 

as on 31-3-2011 was as follows: 

      Liabilities  Amount          Assets Amount 

 

Capitals: 

       Manav:     60,000 

       Navya:     40,000 

 

Provision for bad debts 

Creditors 

 

 

 

100,000 

 

 1000 

60,000 

 

Land and Building 

Machinery 

Furniture 

Debtors 

Cash 

Profit &Loss account 

 

80,000 

20,000 

10,000 

25,000 

16,000 

10,000 

 

161,000 161,000 

Tina was admitted to the partnership for a 1/5 share in future profits on the following 

terms and conditions: 

(i) The new profit sharing ratio was decided as 2:2:1. 

(ii) Tina will bring Rs 30,000 as capital and Rs 15,000 for his share of goodwill. 

(iii) Half of the amount was withdrawn by partner who sacrificed his share of profits 

in favour of Tina. 

(iv) A provision of 5% for bad and doubtful debt was maintained, 

(v) An item of Rs 500 included in sundry creditors was not likely to be paid. 

(vi) A provision of Rs 800 was to be made for claims for damages against the firm. 

After making the above all adjustments, the capital accounts of Manav and Navya 

were to be adjusted on the basis of Tina‛s capital. Actual cash to be brought in or 

to be paid off as the case may be.          

Prepare ledger accounts and the new balance sheet.                   (8) 

                                         OR 

Ajay & Vijay are partners sharing profits&losses in the ratio of 3:2. Their Balance Sheet as at 

31
st
 march 2018 was as follows: 

Liabilities   Amount           Assets  Amount  

Outstanding expenses 12000 Cash in hand                71,000  

Bills Payable 
           

60,000  
Debtors                                  1,50,000   

Creditors 
           

96,000  
Less: provision                      (25,000)               125,000  

Employee P.F 
           

18,000  
Stock                50,000  

Investment Fluctuation 

Reserve 

           

20,000  
 Investments              120,000  

Reserve 
           

40,000  
Machinery                60,000  

Capital accounts: 
 

Buildings              200,000  

Ajay 
        

250,000  
Profit & Loss A/c                20,000  

Vijay        150,000  
 

  

  
         

6,46,000  
  

             

6,46,000  



On 1
st
 April 2018 they admitted Sanjay as a partner for 1/5

th
 share in profits on the 

following terms: 

1: Sanjay will contribute proportionate capital and his share of goodwill in cash. 

2: The goodwill of the firm is valued at RS.50,000. 

3:Market value of investment are RS.90,000. 

4. Provision on debtors was found to be in excess by RS.5000. 

5. Outstanding expenses will be increased by RS.1000. 

6:A liability of RS.6000 included in sundry creditors is not likely to arise. 

Prepare Revaluation A/C partner’s capital account and the balance sheet of the newly 

constituent firm…. 

32. The following is the Balance Sheet of A,B& C who are partners in a firm sharing  profits 

&losses in the ratio  2:2:1 as at 31
st
 March, 2016  

   On 1
st
 April 2016, they decided to share profits &losses equally and they agreed that: 

1. Building valued at Rs.700,000/-. 

2. Provision for bad debts to be increased to 6% of Debtors. 

3. Machinery to be depreciated by 20%. 

4. Goodwill is valued at Rs.120,000/- 

5. Stock is to be valued @ 90% 

6. Outstanding expenses are to be increased by Rs.12,000/- 

7. Claim for Workmen compensation is Rs.40,000/- 

Partners decided to record the altered values of assets and liabilities in the books of the 

firm 

Record necessary journal entries; prepare capital accounts and also the revised balance 

Sheet.                                                                                                                                (8) 

                                                                          OR 

X,Y & Z are partners sharing profits and losses in the ratio 5;4:3.Their balance sheet as at 31
st
 

March 2019 stood as follows: 

 

    Liabilities     Amount       Assets      Amount 

Creditors      150,000 Buildings     6,00,000 

Outstanding  Exp.     8000 Plant & Machinery     1,50,000 

Reserves      60,000 Stock      1,40,000 

Workmen 

Compensation Reserve 

     25,000 Debtors                      100,000 

Less: provision           (5000) 

      95,000 

Capital: A 

              B 

              C 

     400,000 

300,000 

100,000 

Cash  

Advertisement Suspense 

      18,000 

40,000 

     10,43,000 

 

     10,43,000 



Liabilities Amount Assets Amount 

Creditors 1,70,000 Building 500,000 

General Reserve 90,000 Plant and Machinery 300,000 

As Capital 500,000 Stock 160,000 

Bs Capital 300,000 Debtors 200,000 

Cs Capital 200,000 Bank  40,000 

  Advertisement Expenditure 60,000 

 12,60,000  12,60,000 

From April 1
st
 2019, the partners decided to share profits and losses in the ratio 4:3:2 and for this 

purpose they decided that: 

(i) Building is to be valued at Rs.700,000 and Plant and Machinery is to be depreciated 

by 10% 

(ii) Provision be created for doubtful debts @ 5% 

(iii) Stock is to be valued at 120% 

(iv) Outstanding expenses amounting Rs.12,000 should be recorded. 

(v) Goodwill of the firm valued at Rs.180,000 

The partners decided not to disturb the general reserve. However, they decide to 

revised the value of assets and liabilities in the books of accounts. You are required to 

prepare:  (i) Revaluation account 

                    (ii) Partners Capital Accounts and 

                    (iii)  Balance Sheet of the reconstituted firm. 

 

 

********************************************** 

   

 

 

 

 

 

 

 

                                                                                             

 

 


